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". Credit Rating: BBB-/Watch Pos/--

E Rationale

The 'BBB-' corporate credit rating on MidAmerican Energy Holdings Co. {MEHC) is on CreditWatch with
positive implications. The rating on MEHC was placed on CreditWatch on May 25, 2005, following the
company's announcement that is purchasing PacifiCorp from Scottish Power PLC for $8.4 billion,
including $5.1 billion in cash and the assumption of $4.3 billion in net debt and preferred stock. The
positive CreditWatch listing for MEHC reflects Standard & Poor's Ratings Services expectation that the
acquisition will be financed primarily with an equity infusion from MEHC's ultimate parent, Berkshire
Hathaway Inc. (AAA/Stable/A-1+), a practice consistent with past acquisitions.

Des Moines, lowa-based MEHC has about $3 billion of debt and $1.8 billion of trust-preferred securities
outstanding at the holding company level. ‘

Because the outlook on MEHC was positive before the acquisition announcement, an upgrade is not
entirely contingent on the transaction being completed. Likewise, if the acquisition is completed, any
upgrade will depend on the final financing structure of the acquisition. '

Standard & Poor's ratings on MEHC reflect the company's ability to meet its financial obligations from
dividend distributions from its diverse portfolio of energy assets. The company's creditworthiness is
ultimately derived from the total quality of the residual distributions from these subsidiaries. Standard &
Poor's has made this analytical judgment based on MEHC's extensive use of nonrecourse project
financing, limited interdependency among the individual business units, and the perception that MEHC
would abandon equity investments when the economics of the stand-alone business unit so dictate.

MEHC's business profile is a '5' (satisfactory). Utility business profiles are categorized from

"' (excellent) to '10' (vulnerable). The business risk score reflects the wide mix of businesses that
MEHC operates, including rather low-risk pipeline and transmission and distribution, the medium-risk
integrated utility, and the higher-risk unregulated electric generation in the U.S. and the Philippines and
its cyclical real estate services. If the acquisition of PacifiCorp is consummated, MEHC's business
profile score will likely remain '5'. Standard & Poor's considers MEHC a diversified energy company,
comparable with the project developers included in that group. Compared with other developers,
MEHC's business risk is low, due to its limited exposure to the electricity trading and marketing function
and other unregulated ventures in comparison with its exposure to the purely regulated delivery
businesses that lack commedity risk.

There is potential volatility in distributions to the parent due to subsidiary-level leverage and structural
features in nonrecourse debt that could result in cash being trapped at the subsidiary level. However,
the financial resources of Berkshire Hathaway provide some flexibility, which is incorporated in the
rating.

Consolidated credit metrics have shown improvement in recent years due to the acquisition of two large
pipeline assets. Funds from operations (FFO) interest coverage has improved to 3.1x for 2004 from
2.3x for 2002 (with equity treatment for trust-preferred securities), while over the same time period, FFO
to debt improved to about 12.9% from about 9.3%. For the 12 months ended June 30, 2005, these
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numbers slipped a bit to 2.7x and 12.4%, but Standard & Poor's expects year-end 2005 credit metrics
to be consistent with 2004.

Of the trust-preferred securities, MidAmerican Capital Trust |, ll, and Ilf account for $1.48 billion.
Berkshire Hathaway and its affiliates, which are prohibited by the indenture's terms from transferring the
securities to a nonaffiliated entity, hold these. The other trust-preferred securities do not contain any
transfer prohibitions. Standard & Poor's examines credit ratios assuming that all the trust-preferred
securities are debt and also assuming that all are equity. In determining the rating, the CalEnergy Trust
securities are given typical equity treatment of about 40%, while the MidAmerican Capital Trusts that
are held by Berkshire Hathaway are given 100% equity treatment. This is based on Standard & Poor's
view that because these trusts represent Berkshire Hathaway's equity investment in MEHG, and are
nontransferable, management would treat them in an equity-like manner. Indeed, MEHC's and
Berkshire Hathaway's managements have told Standard & Poor's that if the need arises, these
securities would be restructured before any default. '

Standard & Poor's continues to expect stable performances from MEHC's regulated U.S. assets. The
pipelines, Kem River Gas Transmission Co. (A-/Negative/--) and Northern Natural Gas Co. (A-/Watch
Pos/--), and electric utility MidAmerican Energy Co. (A-/Stable/A-1) continue to support holding-
company debt and offset lower returns from the company's U.K. investments in CE Electric U.K.
Funding Co. (BBB-/Stable/A-3). Debt ratings on the U.K. investments currently remain investment
grade, but MEHC forecasts little or no distributions from them for the foreseeable future, as excess
cash will be used to fund debt maturities.

CE Casecnan Water and Energy Co. Inc. (B+/Positive/--) and the other Philippine geothermal power
plants continue to perform well after legal settlements in 2003, which reduced risk related to industry
restructuring and boosted liquidity at the projects, freeing up cash for distributions. MEHC expects to
use cash generated in the Philippines together with cash generated in the U.K. to fund maturities in the
U.K. PacifiCorp will become a large dividend producer over time, if the acquisition is consummated, but
dividends will be suppressed in the early years due to high regulatory capital needs.

Liquidity '
MEHC has adequate liquidity and access to capital to meet ongeing financial obligations. MEHC
maintains revolving, unsecured credit facilities of $100 million, which it is in the process of expanding
to $400 million, to support liquidity needs and LOCs. As of Dec. 31, 2004, there were no borrowings,
but $70 million of capacity was taken with LOCs. Total unrestricted cash at the parent and
subsidiaries was $828.2 million as of June 30, 2005, which is sufficient, given MEHC's stable
distribution profile and limited equity commitments.

In acquiring PacifiCorp, MEHC will purchase all of PacifiCorp's outstanding shares for about $5.1
billion in cash. PacifiCorp's long-term debt and preferred stock will remain outstanding. MEHC
expects to fund the acquisition either wholly by Berkshire Hathaway or with proceeds from an
investment by Berkshire Hathaway of about $3.4 billion in zero-coupon nonvoting convertible
preferred stock or common stock and the issuance by MEHC to third parties of about $1.7 billion of
long-term senior notes, preferred stock, or other securities with equity characteristics.

MEHC will need to maintain its access to capital markets, as it has some large maturities to fund in
the coming years. Maturities at the parent over the next five years include trust-preferred
redemptions of $189 million in 2005 and $234 million each year through 2009, MEHC will also have
debt maturities of $260 million in September 2005, zero in 2006, $550 million in 2007, $1 billion in
2008, and zero in 2009. MEHC has adequate cash on hand to fund these maturities. MEHC has no
ratings triggers embedded in its financing documents.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities
designed to preserve the independence and objactivity of ratings opinions. The credit ratings and cbservations contained herein
are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make
any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or
other opinion contained herein in making any investment decision. Ratings are based on information received by Ratings
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Services. Other divisions of Standard & Poor's may have information that is not available to Ratings Services. Standard & Poor's
has estabiished policies and procedures to maintain the confidentiality of non-public information received during the ratings
process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such
securities or third parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the
rating, it receives no payment for doing so, except for subscriptions to its publications. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.

Copyright © 1894-2005 Standard & Poor's, a division of The McGraw-Hill Companies.
All Rights Reserved. Privacy Notice

| Fhe MeSrawHil Campianies:
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Midamerican Energy Holding Company

Credit Strengths

»  Diversified geographic and business operations provide a varied cash flow stream.

*  Large bulk of debt levels consists of non-recourse debt and also includes $1.5 billion of trust preferred securities
issued to Berkshire Hathaway, which are subordinate to senior debt, have deferral provisions and are non-transfer-

able by Berkshire,
»  Ownership and business organizational structure provides degree of financial and operational flexibility.
US utility operates in a constructive regulatory environment in Iowa and Illinois.

Credit Challenges

¢ High consolidated leverage as a result of acquisition activity.
*  Large capital expenditure requirements at MEC in the next several years for generation construction.

Credit Strengths

[Feccnloveb e oy ek rpPae ST X DR e R T

DIVERSIFIED GEOGRAPHIC AND BUSINESS OPERATIONS PROVIDE A VARIED CASH FLOW STREAM

The Baa3 senior unsecured long term debt rating of MEHC is supported by the quality of cash flows from its regu-
lated and non-regulated platforms. Regulated subsidiaries, including MEC, the UK distribution companies (Northern
Electric and Yorkshire Electricity) and the pipeline businesses Kern River Gas Transmission Company (KRGT) and
Northern Natural Gas (NNG), provide for Jower business risk and more stable cash flow. In addition, MEHC owns
CE Generation LLC, which holds a portfolio of US geothermal and gas generation projects, and also owns geother-
mal projects and a hydroelectric facility in the Philippines.

On May 26, 2005, Moody’ affirmed the ratings of MEHC and the rating outlook remained positive. This action
followed the announcement that MEHC plans to acquire PacifiCorp (PacifiCorp, Baal senior unsecured) from Scot-
tish Power plc (S, Baal senior unsecured) for $9.4 billion, including $5.1 billion in cash and the assumption of about
$4.3 billion of net debt of PacifiCorp.

=2 Moody’s Investors Service
Global Credit Research
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The ratings affirmation considers Moody's expectation that a significant portion of the $5.1 billion in cash will be
fanded through a substantial equity contribution to MEHC from its major shareholder Berkshire Hathaway Inc.
While the precise amount and terms of the equity contribution from Berkshire Hathaway are not knowmn at this stage,
the rating affirmation incorporates Moody's expectation that it will be sufficient to at least support the current ratings.

The positive rating outlook was maintained because it reflects Moody's view that the acquisition of PacifiCorp will
have long-term positive benefits for MEHC. The transaction has the potential for increased diversification and stabil-
ity of MEHC's sources of earnings and cash flow from regulated utility operations. The transacton is also expected to
result in an organization with a more diversified customer base, service territory and generation portfolio. The positive
outlook also considers MEHC's successful track record in operating other regulated utility businesses.

LARGE BULK OF DEBT LEVELS CONSISTS OF NON-RECOURSE DEBT AND ALSO INCLUDES $1.5 BILLION
OF TRUST PREFERRED SECURITIES ISSUED TO BERKSHIRE HATHAWAY, WHICH ARE SUBORDINATE TO
SENIOR DEBT, HAVE DEFERRAL PROVISIONS AND ARE NON-TRANSFERABLE BY BERKSHIRE

OWNERSHIP AND BUSINESS ORGANIZATIGNAL STRUCTURE PROVIDES DEGREE OF FINANCIAL AND
OPERATIONAL FLEXIBILITY

Moody's views the increased investment by majority owner Berkshire Hathaway to be a favorable indication of the
company's continuing commitment to MEHC and the energy sector. It is expected that additional equity down
streamed to MEHC will represent a substantial majority of the cash requirements for the acquisition of PacifiCorp. In
addition, the terms of the existing zero coupon convertible preferred stock, which was designed to prevent Berkshire
Hathaway from becoming subject to the Public Utility Holding Company Act (PUHCA), provides for its conversion
to common equity in the event that PUCHA were to be repealed by Congressional legislation. We also view the exist-
ing substantial investment by the majority owner in the form of parent company subordinated debt to be predomi-
nately equity-like given the unique characteristics of this instrument. The interest on the instrument is deferrable at
MEFC's option for up to five years, and the ownership of the subordinated debt cannot be transferred.

US UTILITY OPERATES IN A CONSTRUCTIVE REGULATORY ENVIRONMENT IN JOWA AND ILLINOIS

Credit Challenges
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HIGH CONSOLIDATED LEVERAGE AS A RESULT OF ACQUISITION ACTIVITY

The Baa3 senior unsecured rating also considers the large parent debt burden resulting from debt-financed acquisi-
tions.

LARGE CAPITAL EXPENDITURES AT MEC IN THE NEXT SEVERAL YEARS FOR GENERATION
CONSTRUCTION

Moody’s also considers the significant cash funding requirements over the next several years related to the develop-
ment znd construction of three generation facilities, inchuding the 517 mw natural gas fired combined cycle unit, the
790 mw coal fired plant in Council Bluffs, and a 360 mw wind power facility. MEC received approval from the Jowa
Utilities Board (IUB) under a settlement agreement for a rate freeze from Dec. 31, 2000 through 2005, as well as the
reinstatement of the revenue sharing provisions of the 1997 pricing plan. In conjunction with the construction of the
wind project, MEC proposed on 5/27/03, a rate freeze extension through December 31, 2010, with a portion of the
revenues in the Jast four years to be applied towards an offset to some of the capital costs associated with the construc-
tion of the three proposed generation facilities in Iowa. The JUB approved MEC filing in October 2003. A. third set-
tlernent agreement was approved by the TUB on January 31, 2005, in conjunction with a further expansion of the wind
power project. This settlement extends the rate freeze through December 31, 2011. Additionally, if MEC’ Iowa retail
electric returns on equity fall below 10% in an any consecutive 12 month period after January 1, 2006, MEC may seek
to file for a general rate increase, but only after a 30 day good faith negotiation period with all related parties.

2 Moody's Analysis
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Company Description
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MidAmerican Energy Holdings Company is based in Des Moines, lowa, and is a privately-owned global provider of
energy services. MidAmerican provides electric and natural gas services to 5 million customers worldwide.

Related Research

Industry Qutlook:

U.S. Eleetric Utilities, January 2005 (91075)
Rating Methodology:

Global Regulated Elecric Utilities, March 2005 (91730)

To access any of these reports, click on the entry above. Nate that these references are current as of the date of publication of this veport
and that more recent reports may be available. All research may not be available vo all clients.

Financial Statement Ratios

TFinancial Statement Ratios: MidAmerican Energy Company

To ascess any Financial Statement Ratios or to dewnload them in .csv format, click on the link above.

Moody's Analysis 3
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Global Power/North America
Credit Update

MidAmerican Energy Holdings
Co.

Ratings

Security Current  Previous Date
Class Rating Rating Changed
Sr. Unsec. Notes  BBB BBB- 5/19/00
Preferred Stock ~ BBB- BB+ 5/19/00
Rating Watch None
Rating OULIOOK ..cccviimimriiiminiieesiains Stable
Analysts

Karen L. Anderson
+1 312 368-3165
karen.anderson@fitchratings.com

Philip Smyth, CFA
+1 212 908-0531
philip.smyth@fitchratings.com

Profile

MEHC, a majority-owned subsidiary of
Berkshire Hathaway, provides electric and gas
service to more than 5 million customers
worldwide through its regulated subsidiaries,
MEC, NNG, KRGT, Northern Electric Plc
and Yorkshire Electricity Group Ple. MEHC
also has three geothermal and one
hydroelectric project in the Philippines, and a
50% interest in CE Generation LLC, a power
project holding company with geothermal and
gas-fired power projects in the United States.

Related Research

e  MidAmerican Energy Company, Credit
Update, Sept. 19, 2005,

o CE Generation LLC, Credit Analysis,
June 11, 2004.

s CE Electric UK Funding Company,
Credit Update, May 10, 2005.

»  Kern River Funding Corp., Credit
Analysis, Feb. 22, 2005.

»  Northern Natural Gas Company, Credit
Update, April, 20, 2005.

Key Credit Stfehgfhé" o }
. Strong regulated subsidiaries with, -
stable cash flows. - Co
« 'Majority ownership by Berkshire e
~ Hathaway. oy
- Key Credit Concerns
o  High consolidated leverage.

e Subsidiary debt covenantsthat’
restrict distributions to MEHC

September 19, 2005

® Rating Rationale

The ratings reflect the relatively predictable cash flow and solid stand-
alone credit profiles of MidAmerican Energy Holdings Co.’s (MEHC)
five regulated subsidiaries and the considerable support provided by the
company’s principal shareholder, Berkshire Hathaway Inc. (Berkshire
Hathaway, senior unsecured debt rated ‘AAA’, Stable Rating Outlook).
Regulated operations include an electric and gas utility and two natural
gas interstate pipelines in the United States and two electric distribution
companies in the UK. The ratings also assume that a significant portion
of the pending acquisition of PacifiCorp (PPW, senior unsecured debt
rated ‘A—", Stable Rating Outlook) is funded with an equity infusion
from Berkshire Hathaway. The acquisition of PPW would add another
source of stable, regulated cash flows to MEHC’s portfolio of domestic
electric utility and pipeline assets. PPW will increase MEHC’s existing
EBITDA by approximately 50% and increase EBITDA from regulated
utilities to approximately 85% from 75%.

The primary rating concerns are the significant layer of acquisition
debt at MEHC ($2.7 billion) and intermediate holding company
MidAmerican Funding LLC ($700 million) and protective subsidiary
bond covenants that under certain circumstances could restrict cash
distributions from the operations to MEHC. Favorably, the restrictive
bond covenants have not historically limited the flow of cash to
MEHC, reflecting the solid credit quality of the regulated entities.
Other investments in the Philippines and the UK are nonrecourse to
MEHC and are not relied on for cash distributions. Sovereign risk
associated with international operations is also a concern, although
currency risk is mitigated by contracts on certain projects that are
denominated in U.S. dollars.

® Recent Developments

In May 2005, Fitch affirmed the ratings of MEHC following the
announcement of an agreement to acquire PPW from Scottish Power
PLC (Scottish Power) for $9.4 billion, including $5.1 billion in cash
and approximately $4.3 billion of net debt, which will remain at PPW.
While the precise amount and terms of the equity contribution from
Berkshire Hathaway are not known, Fitch expects that it will be
sufficient to support the current ratings and maintain the current capital
structure. Prior acquisitions, including Kem River Gas Transmission
Corp: (KRGT) and Northern Natural Gas Company (NNG), were also
funded with a substantial equity component from Berkshire Hathaway.
The acquisition has been approved by Scottish Power’s shareholders
but is still subject to approval by the state regulators in Utah, Oregon,
Wyoming, Washington, California and Idaho as well as the Federal
Regulatory Commission (FERC) and the Nuclear Regulatory
Comumission, among others. The acquisition, if approved by regulators,
is expected to close by mid-2006.

www. fitchratings.com
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The Energy Policy Act of 2005 provides for the
repeal of the Public Utility Holding Company Act
(PUHCA) six months after the enactment of the
energy bill. Berkshire Hathaway is expected to
convert its $1.6 billion of zero-coupon convertible
preferred stock into common stock upon the effective
date of the repeal of PUHCA and after all regulatory
approvals are obtained, including from the states of
Jowa and Illinois. The zero-coupon convertible
preferred stock was included in stockholders’ equity,
and therefore, the conversion to common will not
effect MEHC’s leverage calculations. To date,
_Berkshire Hathaway has invested $3.4 billion in
common stock, zero-coupon convertible preferred
stock and trust preferred securities into MEHC. Upon
conversion, Berkshire Hathaway will own
approximately 83.8% of the voting common stock
interest. Fitch views this continued investment as
tangible evidence of the parent company’s
commitment to MEHC and the energy sector.

B Liquidity and Debt Structure
MEHC has access to short-term liquidity through a
$400 million unsecured credit revolver that expires in

August 2010. The facility also provides backup
support for letters of credit. As of June 30, 2005,
approximately $50 million letters of credit were
outstanding. Electric utility subsidiary MidAmerican
Energy Company (MEC) maintains a separate
$425 million unsecured credit facility.

Consolidated leverage, as measured by the ratios of
debt-to-EBITDA and total debt-to-total
capitalization, are weak for the rating category at
more than 4.0 times (x) and 79%, respectively.
Approximately $6.3 billion of consolidated debt is
structured as nonrecourse project debt and includes
NNG, KRGT, CE Electric UK Funding Company,
CalEnergy Company and the Philippines operations.
Contracts with the Philippine National Oil Company
(PNOC) for the three Leyte plants expire in
2006-2007, and the plants revert back to PNOC at
that time. MEHC is unlikely to pursue any future
ventures in emerging markets, although the company
may make additional investments in developed
international countries.

MidAmerican Energy Holdings Co.
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Financial Summary — MidAmerican Energy Holdings Co.

($ Mil., Fiscal Years Ended Dec. 31)

LTM
6/30/08 6/30/04 2004 2003 2002

Fundamental Ratios (x)
Funds from Operations/interest Expense 24 25 24 2.7 2.4
Cash from Operations/Interest Expense 2.5 2.7 26 26 2.2
Debt/Funds from Operations 9.4 9.2 8.3 9.4 13.7
Operating EBIT/Interest Expense 1.7 1.7 1.7 1.9 1.8
Operating EBITDA/Interest Expense 2.3 24 2.4 2.7 2.6
Debt/Operating EBITDA 57 5.8 5.5 5.8 7.3
Common Dividend Payout (%) 0.0 0.0 0.0 0.0 0.0
Internal Cash/Capital Expenditures (%) 113.5 137.8 120.8 99.9 56.4
Capital Expenditures/Depreciation (%) 203.3 161.8 184.8 202.2 253.2
Profitability
Revenues 6,637 6,348 6,553 5,966 4,794
Net Revenues 3,768 3,735 3,802 3,565 2,950
Q&M Expense 1,659 1,591 1,638 1,512 1,308
Operating EBITDA . 2,109 2,058 2,164 2,053 1,648
Depreciation and Amortization Expense 804 632 638 603 530
Operating EBIT 1,508 1427 1,625 1,450 1,118
Interest Expense 9086 843 903 761 632
Net Income for Common 218 410 170 416 380
O8M % of Net Revenues 44.0 42,6 431 42.4 44.2
Operating EBIT % of Net Revenues 39.8 38.2 40.1 40.7 37.9
Cash Flow
Cash Flow from Operations 1394 1406 1425 1218 758
Change in Working Capital 118 120 128 (44) (122)

Funds from Operations 1278 1285 1297 1262 880
Dividends 0 0 0 0 0
Capital Expenditures (1228) (1020) {1179) (1219) (1342)
Free Cash Flow 166 385 245 (1) (585)
Net Other Investment Cash Flow (792) (318) (251) (386) (2379)
Net Change in Debt 164 (455} 113 (328} 2,438
Net Change in Equity 19 11 (3) 1) 274
Capital Structure
Short-Term Debt 961 622 1,343 649 550
Long-Term Debt 11,043 11,246 10,663 11,225 11,464

Total Debt 12,003 11,869 12,006 11,874 12,014
Preferred and Minority Equity 1056 101 104 102 101
Common Equity : 3,076 2,972 2,971 2,771 2,294

Total Capital 156,184 14,941 15,081 14,747 14,409
Total Debt/Total Capital (%) 79.1 79.4 79.6 80.5 83.4
Preferred and Minority Equity/Total Capital (%) 0.7 0.7 0.7 0.7 0.7
Common Equity/Total Capital (%) 20.3 19.9 18.7 18.8 15,9

LTM - Latest 12 months, Operating EBIT — Operating income before total reported state and federal income tax expense. Operating EBITDA —
Operating income before total reported state and federal income tax expense plus depreciation and amortization expense. O&M - Operations and
maintenance. Note: Numbers may not add due to rounding and are adjusted for interest and principal payments on transition property securitization
certificates. Long-term debt includes trust preferred securities. Source: Financial data obtained from SNL Enargy Information System, provided under

license by SNL Financial, LC of Charlottesville, Va.
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